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2FEDERAL DEPOSIT INSURANCE CORPORATION
The first issue of a new quarterly publication by the FDIC. "FDIC Banking Review.” is
available« the agency announced. The focus of the publication is on subjects of 
interest to the financial community. According to the FDIC, the agency will use 
the magazine to "highlight emerging legislative and regulatory issues in an effort 
to broaden the public's understanding of key developments affecting the banking 
industry." The first issue includes articles about the procedures and formula 
used by the FDIC to determine the cost of failure resolution transactions for 
commercial banks, methods for measuring the interest rate exposure of financial 
intermediaries, and limitations confronting regulators and others attempting to 
assess interest rate risk in the financial system. Single copy subscriptions are 
available free of charge by writing the FDIC, Office of Corporate Communications, 
Room 6061, 550 17th Street, N.W. , Washington, D.C. 20429. For information about 
bulk orders, call the FDIC at 202/898-6996.
FEDERAL FINANCIAL INSTITUTIONS EXAMINATION COUNCIL
Comments have been requested on a proposal pertaining to interest rate swap
contracts, which would preclude all FDIC-insured U.S. commercial banks and FDIC-
insured state-chartered savings banks from recognizing arrangement fees and spread
income at the inception of a swap (see the 11/9/88 Fed. Reg., pp. 45386-88). This 
proposal would apply to Reports of Condition and Income (Call Reports) and would 
require the income to be recognized over the life of the swap. According to the 
Council, the proposal would also require that subsequent changes in the market 
value of swaps, except for most swaps accounted for as hedges, be reflected in 
income during the period in which the changes occur. The proposed Call Report 
instruction was developed jointly by the Office of the Comptroller of the 
Currency, the Federal Reserve Board and the Federal Deposit Insurance Corporation, 
under the auspices of the Council. The instruction will be effective for swap 
contracts entered into after 12/31/88 and the first Call Report affected will be 
the Call Report for 3/31/89. According to the Council, "The agencies are not 
relying upon generally accepted accounting principles as the reporting standard 
for these transactions because there is an overall lack of authoritative 
accounting guidance pertaining to swap income and such guidance is not likely to 
be forthcoming from accounting rulemaking authorities for some time. When and if 
accounting rulemaking authorities adopt authoritative guidance for the recognition 
of swap income, the banking agencies will reconsider the appropriateness of any 
reporting standard for swaps that becomes inconsistent with generally accepted 
accounting principles." The Council intends to seek general public comment 
concerning the proposed Call Report instruction and encourages specific comment on 
whether certain costs directly related to originating a swap contract should be 
deferred and amortized over the life of a swap. This would be similar to the 
method prescribed for loan origination costs under FASB Statement No. 91, 
"Accounting for Nonrefundable Fees and Costs Associated with Originating or 
Acquiring Loans and Initial Direct Costs of Leases." The Council also seeks 
comment on an alternative to deferring the costs, which would allow the 
arrangement fee (but not the spread) to be recorded as income at inception, to the 
extent it does not exceed the direct costs of originating the related swap 
contract. The Council requests comments on which of the various valuation methods 
is most appropriate, and also requests details on alternatives to the various 
methodologies that may be more appropriate in all or certain circumstances. 
Comments must be received by 1/9/89. For further information after reading the
3proposed Call Report instruction, contact David C. Motter at the OCC at 202/447- 
1587, Rhoger H. Pugh at the FRB at 202/728-5883, or Robert F. Storch at the FDIC 
at 202/898-8906.
OFFICE OF MANAGEMENT AND BUDGET
A common rule updating and replacing Federal agencies' implementation of OMB Circular
A-110 with a single, government-wide common rule establishing consistency and
uniformity among the Federal agencies in the administration of grants and 
cooperative agreements by Federal agencies has been proposed by the 0MB (see the 
11/4/88 Fed. Reg., p p . 44716-815). The proposed rule is targeted toward 
institutions of higher education, hospitals, other nonprofit organizations, and 
commercial or for-profit entities. The result is achieved, OMB said, by amending 
the common rule for governmental grantees issued on 3/11/88. OMB also noted that 
the provisions of the common proposed, amended rules are largely drawn from the 
existing departmental rules issued by the Federal agencies which in the past 
developed a single, comprehensive rule implementing Circulars A-102 and A-110. 
(Circular A-110 is entitled "Grants and Agreements with Institutions of Higher 
Education, Hospitals and Other Nonprofit Organizations" and Circular A-102 is 
entitled "Grants and Cooperative Agreements with State and Local Governments.") 
Comments must be received on or before 1/3/89. For further information after 
reading the proposed rule contact Gary Houseknecht at the OMB at 202/245-7565 
about issues regarding the common rule. The proposal also includes contacts at 
each agency regarding agency-specific amendments to the common rule.
In a related action, the OMB is also soliciting comments on a proposed circular 
that would replace OMB Circulars A-102 and A-110 (see the 11/4/88 Fed. Reg., pp. 
44710-14). The proposed circular contains guidance to the Federal agencies on 
grants management issues which are internal to the Federal agencies. Comments 
must be received on or before 1/3/89. For further information after reading the 
proposal, contact Jonathan Breul at the OMB at 202/395-3050.
RURAL ELECTRIFICATION ADMINISTRATION
Procedures that borrowers must follow to gain REA approval of margin stabilization
plans. revenue and expense deferrals, and refunds of previously recorded revenues
are the subject of an advance notice of proposed rulemaking issued by the REA (see
the 11/7/88 Fed. Reg., pp. 44887-88). The intended effect of the proposed 
regulation, the REA said, "will be to implement the provisions of Statement of 
Financial Accounting Standards No. 71, Accounting for the Effects of Certain Types 
of Regulation, to allow such plans to comply with the Uniform System of Accounts 
Prescribed for Electric Borrowers of the Rural Electrification Administration." 
The REA said that it will consider deferral plans to fall into two categories-- 
Margin Stabilization Plans (including refunds of previously recorded revenues) and 
Revenue or Expense Deferral Plans. All such deferral plans must receive REA 
approval prior to implementation. The REA said the plan "is considered to be 
specific to the requesting entity and does not, therefore, require similar 
accounting treatment between generation and transmission borrowers and their 
distribution cooperatives nor does it imply that a similar plan may be adopted by 
cooperatives without expressed written consent by REA." Among the information 
that must be submitted to the REA in order for the plan to be considered for 
approval is a statement from the cooperative's independent certified public 
accountant as to the plan's compliance with generally accepted accounting
4principles.” Comments must be received by REA no later than 12/7/88. For further 
information after reading the advance notice of proposed rulemaking, contact 
William E. Davis at the REA at 202/382-9450.
TREASURY, DEPARTMENT OF
"Tax Tins on Tape” is the title of a series of video programs which have been
produced by the IRS about specific subjects of interest to particular taxpayer
audiences and which will be aired over many Public Broadcasting stations and cable 
systems. The programs will begin being aired this month and will be listed in 
local television schedules. The IRS encourages taxpayers to record the segments 
of interest on video cassette. The segments will provide topical tax information 
about the following: farmers and fishermen; overseas taxpayers; military 
personnel; the clergy; medical personnel; exempt organizations; people who move; 
people who have second jobs; workers who receive tips; workers who provide day 
care; older Americans; children with income; educators; and civil servants. 
Limited quantities of the tapes will also be available from IRS offices, and some 
public libraries and community colleges. For further information contact the IRS 
at 202/566-4054.
SPECIAL: AICPA TASK FORCE PREPARING PRACTICE GUIDE ON SECTION 89
A practice guide to assist CPAs in testing for compliance with the nondiscrimination
requirements enacted in the Tax Reform Act of 1986 is being prepared by the
Section 89 Task Force of the AICPA Tax Division’s Employee Benefits Subcommittee. 
The 16-20 page guide will focus on employers with only one (or comparable) health 
plan(s) and their compliance with the discrimination rules. Numerous examples 
will be included. A copy of the practice guide will be mailed before Thanksgiving 
to each Tax Division member. Additional copies may be purchased for $5.00 each by 
sending a check payable to the AICPA with a self-addressed 9 x 12 inch envelope 
to: Section 89 Practice Guide, P.O . Box 1035, Times Square Station, New York, NY 
10108-1035. Individuals who are not members of the Tax Division may order copies 
of the guide for $5.00 each by writing to the above address.
For fu r t h e r i nf o rm ation contact Shirley Twillman at 202/737-6600.
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